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<H Re: MUR 6386 
Hi 
04 

P Dear Mr. Jordan: 
rn 
^ Please accept the following response filed on behalf of Stephen Fincher for Congress 

("Committee*') and Phyllis Patterson, Treasurer (together with Committee, "Respondents'̂ . 
2 Respondents received.a Complaint filed with the Federsl Election Commission ("Conunission") 

dated October 6, 2010, but received by them on October 11, 2010. The Conunission assigned 
number MUR 6386 to the Complaint, filed against Respondents by Herron for Congress 
C'Herron for Congress" or "Complainant"). Herron for Congress is tfie authorized campaign 
committee of Roy Herron, Mr. Fincher's unsuccessfiil Democratic opponent for the U.S. House 
of Representatives for the 8̂  Congresaonal District of Tennessee. Althougih the original 
response date for this matter was October 26,2010, Respondents received two IS day extensions 
fix>m the Commission on October 13, 2010 and November S, 2010 (Attacbment A). This 
response is submitted to your office within 30 days of receipt of those extensions, in aeoordance 
wifli 2 U.S.C. § 437g(a), and therefore constitutes a timely response. As discussed herem, the 
Commission need not give this matter further investigation or action and the Complaint should 
be immediately dismissed as it pertains to the Respondents. 
Alleged Violations 

In its Complaint, Herron for Congress alleges, in summaiy, that Stephen Fincher for 
Congress received an illegal corporate contribution fiom a bank because a bank loan obtained by 
the candidate foiled to meet required conditions defined by the Federal Election Campaign Act 
(Act) and the regulations promulgated there under. 2 USC §441(b)(a). Herron for Congress also 
argues that foiled to disclose the bank loan and its terms with the Conunission. 

Analysis 

As denumstrsted herein, the terms of the bank loan obtained by Mr. Fincher, the 
candidate, met all required conditions as defined by law and regulation. While all required 
reports were filed in good foith, a review of how the loan was reported to the Conunission 
revealed inadvertent repotting errors and omissions that requre the need for amended reports to 
be filed with the Commission. Those reports are being prepared and will be provided to you as 
soon as practicable. 
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Under the Act and the regulations promulgated there under, a candidate or his or her 
committee may obtain a loan, inchKling a line of credit, from a bank. On July 7,2010, Stephen 
Fincher, the candidate, obtained a bank loan for campaign-related purposes fmra Gates Baiddng 
and Trust Co. of Gates, Tennessee in the amount of $250,000.00 and with a rate of interest of 
6.500% per year until paid in full. The Multipurpose Note and Security Agreement is included 

^ with this response for your review (Attachment B). 
HI 
<-i There is no secret that Mr. Fincher obtained this loan. As Warren Nurm, Chairman of 
^ Gates Banking and Trust Co. publicly stated: "We did advance Stephen a loan...Stephen's 
^ always handled his business satisfiictorily, we've never had any problems, i wish we had more 
iq- like him." The loan was reported to the Conunission on July 23,2010 as an itemized receipt on 
^ Schedule A and as a loan on Schedule C. (Attachment C). The nralurity date was November 30, 

2010. The purpose of the loan was listed on the loan dociunent as "business expense," with the 
business being the candidate's campaign-related purposes (as evidenced by the cashier's check 
made payable to the order of Stepĥ  Fincher for Congress) (Attachment D). 

When a candidate or his or her committee obtains a bank loan, specific conditions must 
be met for the loan to comply with the Act and the regulations promulgated there under. If a loan 
foils to meet any of these conditions, then a prohibited contribution fiom the lending institution 
results.* These specific loan conditions are detailed at 1 \ CFR 100.82: 

(a) General provisions. A loan of money to a political committee or a 
candidate by a State bank, a federally chartered depository institution 
(including a national bank) or a depository institution whose deposits and 
accounts are insured by the Federal Deposit Insurance Corporation or the 
National Credit Union Administration is not a contribution by the lending 
institution if such loan is made in accordance with appliccible banking 
laws and regulations and is made in the ordiiuuy course of business. A 
loan will be deemed to be made m the ordinary course of business if it: 

(1) Bears the usual and CQStoinaiy interest rate of the lendirtg 
institution for the category ofloan involved; 

(2) Is made on a basis that assures repayment; 

(3) Is evidenced by a written instrument; and 

(4) Is subject to a due date or amortization schedule. 

'Seal I CFR 100.82(8). 
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If a loan fails to meet any of these conditions, then a prohibited contribution from the lending 
institution lesulls.̂  When one applies these conditions to the loan at issuer it is clear tiiat all such 
conditions were met and thus no prohibited contribution from the lending institution residted: 

(1) The loan bears the bank's usual and customarv interest rate for the category of loan 
involved as required bv 11 CFR 100.82faVn. The interest rate for the loan is 6.500%, 
which was 3.25% over New York Prime. This rate was the usual and customary interest 

^ rate for the lending institution for the category of loan. The rate was erroneously but 
^ unintentionally reported to FEC consistently at ".0000%". This administrative oversight 
OJ will be promptly corrected on amended reports to be filed witli the Conunission.. 

''̂  (2) The loan was made on a basis which assures repayment 11 CFR 106.82(aV2y The 
^ Conunission should determine that under the totality of the circumstances, the loan was 
Q made on a basis which assured payment. The loan is a signature loan that was cross-
r-t collateralized with other bank debt owed and accounts held by Mr. Fincher. Under 100 
H CFR 100.82(e)(l)(i), a loan may be secured using assets of the candidate or the 

committee, sudi as real estate, persoiud property, cash on deposit, certificates of deposit 
and stocks; the foir market value of the assets must, on the date of the loan, equal or 
exceed the amount of the loan and any senior liens; atKl the committee must ensure that 
the bank has established a perfected security interest in the collateral. Herê  the specific 
debt serving as collateral for this note was a 2010 crop ptoductian note and a 2009 home 
mortgage loon executed by Stephen & Lynn Fincher Farms and Stephen & Lyim Fmcher, 
respectively. A UCC Fmandtig Statement for the 2010 crop produntion note, on file with 
the Tennessee Secretary of State, and the deed of trust on the Fincher home held by Gates 
Banking and Trust serves as evidence of the perfected security interest established by the 
bank in the collateral. (Attachment E). In addition, the bank also cross collateralized the 
loan with a deposit account held by the Pinchers jointly, on which the bank possessed a 
rigfit-of-of&et. While the debt owed and assets held by the Fmchers were jointly owned, 
the amount of the loan was not greater than the caiididate's share of the property in 
accoidanue with 100 CFR 110.52(bX4).̂  

It is worth also noting, that Commisnon spokeswoman Judith Ingram publicly 
conunented î ien questioned about this paiticulao loan that 1) the rules reguding bank 
loans and assets put up for those loans are broad and open to interpretation; 2) that '*[t]he 
bank can make loans if the usual methods for making the loan and assuring repayment 
are made"; and 3) if a bank can argue that it would have made the loan to the candidate 
regardless of whether the person was in a political campaign, the rules permit the loan.̂  

'Seen CFR 100.82(a). 
' In its Complaint, Herron for Congress questions information contained on two personal financial disclosure 
statemeirts filed widi tlie Clerk of die U.S. House of Rq)resentBtives by Mr. Findier. The information contained on 
ttiose statements is under review. 
* Mariann Martin, "Fincher's income reports questioned,** Jackson Sm, August 28,2010. 
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The bank has publicly made this argument. Gates Banking and Trust Chairman Warren 
Nunn stated in a news report on September 24,2010 that Mr. Fincher has been a longtime 
and "valued customer of our bank," demonstrating that the loan was based on Mr. 
Fincher's past business relationship with the institution and not because of Mr. Fincher's 
political candidacy.̂  

(3> The loan is evidenced bv a written instrument as required bv 11 CFR 100.82faV3V As 
HI previously noted, the written loan instrument dated July 7, 2010 is enclosed for your 
^ review (Attachment B). 
Nl 

^ (4) The loan is subject to a due date or amortization schedule as required bv 11 CFR 
^ 100.82faV4y The loan carries a MaUirity Date of November 30,2010, as detailed on the 
^ enclosed written uistrument dated July 7,2010 enclosed for your review (Attacliment B). 
HI 

Reporting of the Bank Loan 

If a candidate obtains a bank loan for campaign-related purposes, the conunittee must 
report the loan fiom the candidate as a receipt on Schedule A and repayment of the loan to the 
candidate as a disbursemern of Schedule B. 11 CFR 104.3(aK3)(viiXB) and (b)(2)(iii)(A) and 
100.82(c). In addition, both the origiiud loan and payments to reduce principal must be reported 
on Schedule C each reporting period. Id The Conunittee need only list the candidate as the 
source of the loan on Schedule C, but the type of loan the candidate receives must also be 
disclosed. Id A Schedule C-1 must be filed when the candidate obtains a k>an and then 
contributes the proceeds to the committer. 11 CFR 104.3(dX4). 

A review of how the Conunittee reported the loan demonstrated a need to file amended 
reports, which as previously noted will be filed with the Commission and copies of which will be 
provided to you as soon as practicable. The loan was repaid in fiill by Mr. Fincher on November 
17,2010 and will be reported to the Conunission accordingly on the next required filing. 

Conclnsion 

The Cottunission should dismiss the Complaint and find no reason to believe that a 
violation of the Act or the regulations promulgated there under has occurred by Steve Fincher for 
Congress or Phyllis Patterson, Treasurer, in her official ciqsacity. The bank loan complied with 
all conditions set under law and regulation. All erroneous reports will be amended. The 

' BartholoiliBW Sullivan, lletiring U.S. Rep. John Tanner Says Stephen Fincher Needs to 'Come Clean* on 
Mysterious Loan,** Commercial Appeal̂  Sqitember 24,2010. 
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loan has been repaid in full with interest prior to its maturity date. With respect to Ms. 
Patterson's personal capacity, she did not knowingly or willfully violate the Act or intentbnally 
deprive herself of the operative facts giving rise to the alleged violation. Should you have any 
additional questions with regards to this matter, I may be reached at (202) 558.3452. Thank you. 

(M Sincerely, 

Wl 

Q Elliot S.Berice 

Enclosures 
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Ĝslas, IN 38037 

J . mcauaeowv-

1.eaBn»rSBMCTHIU.U0«LWMIg->«tiidBiyaM< 

_ SiTMICN tk LYWW FINCHER FARMS 
OR ikanMoumuiriMM m n i M M MBDUIMHi •umx 

lib MMun imen 

12067 Jofanson Grove Reml 

OTY 

HaDa IN 
raanLooK 
38040 

CBUNnV 

icWBaOBSI It M M i w e or —MiiifcrtiMi 

bbOmNMUilWriiilMi . -"i-i • i - " . : 

• 
pbWBMDIIMVUiriMMI nMiimMi m u NMfl • 

I-

enr eiftii pomieaai 

aL j iM«rn i»aM«i» i . Ik. OMMBMmilL B •, I Mr 
• M O M 

V^arra NMC Iw NAME «l TOTM. IpMlriMMlllwW 

Galea BanU qgAndlkiHtCo. 
OR nar IMM liHu'NMlB 

as. MMUMMOKH 

P.O.B0B10 
an 

Gates 

•mm 
IN 

PQSIMLCDOC 

38037 
onwrav 

4. xmi ISTMI 

• • A M i a l M i > « A M i H a M I 
AMBBATiioaDooiBmraiaMi 

fcwieljAWMMnlwiMllJytt 



• Stale sTTdnsssaa 
Deppmnent or State 

SIlRMLMdA 
SftnWknJL 

SIM 
(61S)'M1-3I}f 

I 01/05/10 

OKRS BMnONO MD •EIBiaT 00 
P O BQK 10 
QMna« « saojT 

Biieoei ffiiii« ao. sioooosao 

a Liaa 
12067 dOHaaor dsova mm 
mi&B, n 38040 

rsi 
Q 
Nl 

^I 
Q 

MID nOBff 00 
P O BOK xo 

3B037 

• 01/05/15 l« ssoo.ooo.oo 

. Please vewlow tbm «bo>ve date to 
en tha aidaittad ooc Cotm. za the 

vetun the entin peClMa to our 

n i a aeknoaledBea the flllae of the ettaehed 'OOCl 
eoeun datahaee ia£on«tiaa oem^oBde with ii>fwnMrl«m 
event a dieeropeaogr ia taaS. plnaea note the enrar 
office.' 
If we nw be of aav further aerviee to yoa. vlMoe eontaot us «t C61S) 741-3276. 

OEifllaal 

$15.00 6667.70 

• VXmamm sMtaia f car £ M 



inBtzunant yigqjteea ly 4iUUarii l]te.Dou|̂ ( Or.*. Attncnsgr* Ripliqr* IN. 

C0UNTroF..,jca{»aBiT;.. .. 1. "1?̂  . • . 
THAT «B,-snniBif -Fnbgsi ono idite ' . 

forthep'urpa8eaheieinaftBtaetoutdohefebylMiaBhi.sen.tiandiera^^ 

...... ,1lfustee,hlBeuooessofsln 

• trust and aaaifna the fallowing dasoibed pnntcity; 

- V-.>- -.LyinjB̂ ;j|itVAit!B<l and being. In thô  10th Civil District, of 
• Crockett County/ Tenifesaoe* - and- oiore' pafticulisrly deacribed-' ao 
£dUo«a. to-wlti 
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.Bond, alao knoim aa joluiBon Orova aoad (25 feet from the 
oenterline), aald point being the northeaat corner of the Johnny 

•"i • ' H. Hayfiald arid wife, Laina D. Mayfield, property ziaeorded in Deed 
rvj Book fS, Page 271 thenoe with thfr oovth line of aaiA.Ftog Jump 
^ aoad tha. following oallax aouth 00-degraea 17 riinutea 4t seeooda 
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1_ radiua iof 2975.00 foot, a dalta Bngl» of 10 degxeaa 28 minutea 21 
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- comer of the tract herein deaeribed dnd the POZNT OF BBOlimiNG; 

*̂  thenoe aouth 71 degreea 23 lainutea SO aeeonda eaat with the aouth 
line of aaid Frog Juaqp Road, 232.32 feet to is aet iron pin; thence 
. creating new linOH through the Jackie L. Fincher end. wife, Bonnie 
G. Finobar property recorded in Deed Book 106, Pege 162, Tract No. 
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.point of beginning and eoiitaining'a7,119.91 aqpiara feet, or 2.00 
aorea of • land aa aurv^ed -by Surveying Servicea, Inc..'R.L.8. 
•1420, dated Jainuairy 11, 2002. 
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*• . ••. 
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RegiBter*B Of flea, of CroekeCt County, Tonneaaea. 
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heiedtsmems. easements, mbienlSk ImprawemeiMs, appuitaaances and pilvilefaa, whkh alao belong 
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to the said paopeity aato the Said Ttaiaiaa,-kl8 aKosens In tnat sad aarigns against tfwi'Mul dalna 
of afl peisona ahonaoeeer. 
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• teims and pravisions hsraof -at whlch dme or. In whkh event weapee to beoomethe tenanta at wlO of 

the IhBtea and to ^ hoBiedlsBi posteeshia af tUt saM property upon damaiidi wlthoat any notke, 
and if wttshanfall,iBfuM,orbeunabletodo80bdindietnisiee,and/brpBn^^ 

ffl aale may Inetftute and proaeeate to a auccesdul canduston and acthih of unkwlul detainer agrinst us 
bdbie any court of ownpatewt lariadictlon of said county and state for poaseasten of led property and 
may leplm and leeaver.any peisond pmpeny heidn convayad. 

BUT THIS IS A DEED OF TRUST and b given for die ioilowbwpuipoaea: 
04 
Q To aeeure the paymeiit of our .indebtednaaa .aa followai 

^ Mote of even date herewith in the enount of 9200,0.00.00 due one (1) 
^ year from data., made i>y Stephen L. Findier: and wife, Lynn A. Finoher, 
^ . peiyabrXe- to tha- order of ouraelvee and by ua thia date endotaed and 
Q negotiated to a holder in due. equraa. 
HI 

ADDITIONAL. LQ/WS AMP MDEBrEDNESS 
Said BankmayiatHaopdon. hindah sILoranyoaaof lhegmBiai8,addMonal8n 

oedR from dme to dme during die yaattN. .dim botfifaiduelve.Anof endiaddWonal 
aifflia jof money ahdAir cndit ehafl ba aacaied by dib deed of tnisb n o m m j w g ^ ^ 
PRlNdnu. WDEBTEfiNESS FOR TENNESSEE SBOORDING TMC FURPOfiiES B $ ?99.'.mrW.. SuW^ 
only to dm Mtadon of amount above aet out. tfib deed «f tnist sheU eaeim an 
dliedt an4 htdhact by eadoiaament end odwnriea. whkh. we or ariy of us sheD owe aaM Bank during 
dm DBriod eat out above, toaediar widi aita mnaaiab and cBtenslons of the same, If dm period sat out abova, tofediar widi aita mnaaab and aatenslons of the m 
and lecelveB addMldnateecurity for addldonal leene andtar aedtt, audi eecurity aW^ 

. . die aacaitty and Uan of dils daedef bust 
-. IF we psy die saM hidabiedneaa hanby sacuied aad accnied'InCeiatlhaBm all 

mneMBto and enenakma dwmof aa dm aeuN̂  ahan beooam due and payM 
out dw tenna aad pnwWons of dria Inaiiuaient dien dria ttutt shaS be vaW and haw 
DEHWU IS MADE hi Oie payment of. thb BtdfeOtedaaaa hemby aeqiied« In tfy pajhrnnanoe of any of 
dm lemis and pievMam of dito deed d trast, dien ttpen demand d dm tote 
hertby eeoued̂ dm-Bbsiae b aBBmriied W tefca Immadhae peaseHBn ef aO pibpemi conwyedhggn 

. aad the liusM ta dadmriasd lB sdl and diaimse of any pamonal propaiW^^ 
. crops andAw llveskxh. fbr die beat cash price obtainable, widt «^««»oat notfoa at pubUc or Pii>^ SB1« 

aa he deans bash sM aaki M lae b diNcnd mid amhmlaed^^ 
- pravMtadlwlawttisehdleaBalastBieconvnedhaaBhLacpHMktateatthaOT 

a dead to dm mdd reel esade to dm pmctoairt i e l ^ ^ 
and mnmthttSP mid of homiiilml mid affi nrtmr mnmininnn of nwiir Mmt anil intiiTT, frfl"^ * ^ 
ataaitoiyd^ al radeaqrikm under TXL^ Sec «6«-iDI. all of. same bdng hanby mqimssly watvad. 

d>.. 


